


City of Cudahy Monday, April 18, 2022 - 6:30 PM
Planning Commission Meeting Agenda

5. PUBLIC COMMENTS

This is the time set aside for citizens to address the Planning Commission on matters relating to
Commission business. (Each member of the public may provide a public comment telephonically or
electronically by clicking the hand icon on Zoom or pressing star (*) nine (9) on the telephone if he or
she wishes to address the City Council. Members of the public are permitted to speak for five (5)
minutes concerning items under the Planning commission’s jurisdiction, including items on the
Planning commission agenda.) The proceedings of this meeting are recorded on audio/video.

(Any person who, without authority of law, willfully disturbs or breaks up a Planning Commission
meeting is guilty of a misdemeanor. (Pen. Code, § 403).)
6. WAIVE FULL READINGS

A. Approval to waive the full reading of all resolutions on the agenda and declare that said titles which
appear on the public agenda shall be determined to have been read by title only.

Recommendation: To waive the full text reading of all resolutions on the agenda.

7. PUBLIC HEARING
A. NONE
8. BUSINESS SESSION
A. Presentation on proposed Service Fee Study.

Recommendation: Review and provide feedback on findings and recommendations of the
proposed Service Fee Study.

9. COMMISSION BUSINESS

A. Presentation by the City Attorney’s Office on Planning Commission duties and responsibilities and
the Brown Act.

10. ADJOURNMENT

| Salvador Lopez Jr., hereby certify under penalty of perjury under the laws of the State of California that
the foregoing agenda was posted at Cudahy City Hall, Bedwell Hall, Clara Park, Lugo Park, and the City’s
Website not less than 72 hours prior to the meeting. A copy of said Agenda is on file in the Community

Development Department.

Dated this 14™ Day of April, 2022

St ofipes o

Salvador Lopez Jr.
Community Development Manager
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Item Number

8A

STAFF REPORT

Date: April 18, 2022

To: Honorable Chair and Members of the Planning Commission

From: Salvador Lopez Jr., Interim Community Development Director

By: Andres Rangel, Management Analyst

Subject: Consideration to Receive and Review a Service Fee Study Presentation

RECOMMENDATION

The Planning Commission is requested to receive and review the Service Fee Study, and receive
a presentation by Willdan Financial highlighting the Service Fee Study.

BACKGROUND

1. On February 18, 2020 at the Regular City Council Meeting, City Council approved a Master
Services Contract with Willdan Financial to development a Service Fee Study.

2. On March 10, 2020 Willdan Financial had a kickoff meeting with city staff to discuss
coordination and to develop the Study.

3. On March 29, 2022, Willdan Financial finalized the Service Fee Study.

ANALYSIS

The Service Fee Study is designed to determine the full costs incurred by the City to support
the various activities for which the City charges service fees. Although, it is not feasible for the
City to achieve 100% cost recovery, the study identifies reasonable full cost recovery for City
services and the recommended level of recovery as determined through discussion with
departmental staff.

Updated service fees are significant to city operations as they identify the trust cost of providing
a service, ensuring that there is adequate funding to minimize staff shortages and decreases in
quality of services.



In conducting the Study, Willdan reviewed and calculated fee recovery for the following
departments:

e General Administrative

e Animal Control

e Building & Safety

e Business Licensing

e Public Safety

e Parking Permit

e Community Development
e Parks and Recreation

Willdan used a multifaceted approach to its methodology when conducting the study. This
includes a thorough review of the current fee schedule, identifying potential new fees, and
using the City personnel’s fully burdened hourly rates to caulculately full cost recovery.

Below is a table summarizing the proposed recommended increased fees. Please note that
certain fees are provided by the County, and therefore remain at the discretion of the County’s
fee schedule, such as Animal Control and Engineering fees:

Description ‘ Current Fee ‘ Proposed New Fee ‘ Fee Increase
Business License Fees
Inspection Fee - Per Inspection S 50.00 S 6250 S 12.50
Sidewalk Vending Permit S - S 560.00 S 560.00
City Clerk Fees
Notice of Intent Initiative Fee B BB 200.00 | $§  200.00
Public Safety Fees
Vehicle Impound Release Fee S 200.00 | S 250.00 | S 50.00
Vehicle Impound Release Fee related to DUI $ 35000 | S 437.50 | $ 87.50
Vehicle Inspection for Correctable Violation S 10.00 | S 1250 | S 2.50
Verification of Disabled Person Placard for Correctable
Violation S 20.00 | S 25.00 | S 5.00
Parking Permit Fees
Up to Three Vehicles Per Property ‘ S 90.00 ‘ S 150.00 ‘ S 60.00
Planning Fees
Conditional Use Permit (CUP) S 2,660.00 | S 5,000.00 | $ 2,340.00
Variance S 2,600.00 S 5,000.00 | S 2,400.00
Zone Change S 4,255.00 S 7,500.00 | S 3,245.00
Zoning Clearance S - S 148.12 | S 148.12
Sign Permit S 135.00 S 240.00 | S 105.00
Development Reivew Permit (Minor) S 63000 | S 1,200.00 | S 570.00




Subdivision Map Review (TTM) S 4,225.00 S 7,500.00 | S 3,275.00
Admin Appeal S 630.00 S 1,100.00 | $ 470.00
Planning Commission/ City Council Appeal $ 1,295.00 | $ 2,300.00 | S 1,005.00
Rebuild Letter / Zoning Verification S 180.00 | $ 225.00 | S 45.00
Temporary Use Permit Admin S 450.00 | §$ 562.00 | S 112.00
Code Amendment S 3,68500 | $ 7,500.00 | $ 3,815.00
Lot Line Adjustment $ 1,800.00 S 2,000.00 | S 200.00
Development Reivew Permit (Major) $ 3,325.00 | $ 5,000.00 | S 1,675.00
Parks and Recreation
Set Up & Tear Down S 75.00 | $ 93.75 | $ 18.75
Staff Time S 15.00 S 18.75 | § 3.75
Staff Time S 15.00 | S 18.75 | S 3.75
Field Lights S 5.00 S 6.25 | S 1.25
Staff Time S 15.00 | S 18.75 | S 3.75
CONCLUSION

The Planning Commission is recommended to

Study.

ATTACHMENTS

A.  Service Fee Study

review and discuss the proposed Service Fee




Clty of Cuda hy, California

Report

Comprehensive Study of Service Fees
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Executive Summary

The City of Cudahy engaged Willdan Financial Services (Willdan) to determine the full costs incurred by the
City to support the various activities for which the City charges service fees. Due to the complexity and the
breadth of performing a comprehensive review of fees, Willdan employed a variety of fee methodologies
to identify the full costs of individual fee and program activities. This report and the appendices herein
identify reasonable full cost recovery for City services and the recommended level of recovery as
determined through discussion with departmental staff.

The reality of the local government fee environment is that significant increases to achieve 100% cost
recovery can often not be feasible, desirable, or appropriate depending on policy direction —particularly in
a single year. The recommended fees identified herein are either at or less than full cost recovery.

W WILLDAN 1 Comprehensive Study of Service Fees
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City Service Fee Background

Background

As part of a general cost recovery strategy, local governments adopt fees to fund programs and services
that provide limited or no direct benefit to the community as a whole. As cities struggle to maintain levels
of service and variability of demand, they have become increasingly aware of subsidies provided by the
General Fund and have implemented cost-recovery targets. To the extent that governments use general
tax monies to provide individuals with private benefits, and not require them to pay the full cost of the
service (and, therefore, receive a subsidy), the government is limiting funds that may be available to provide
other community-wide benefits. In effect, the government is using community funds to pay for private
benefit. Unlike most revenue sources, cities have more control over the level of service fees they charge to
recover costs, or the subsidies they can institute.

Fees in California are required to conform to the statutory requirements of the California Constitution,
Proposition 218, Proposition 26, and the California Code of Regulations. The Code also requires that the
City Council adopt fees by either ordinance or resolution, and that any fees in excess of the estimated total
cost of rendering the related services must be approved by a popular vote of two-thirds of those electors
voting because the charge would be considered a tax and not a fee.

California Service Fee History

Before Proposition 13, California cities were less concerned with potential subsidies and recovering the cost
of their services from individual fee payers. In times of fiscal shortages, cities simply raised property taxes,
which funded everything from police and recreation to development-related services. However, this
situation changed with the passage of Proposition 13 in 1978.

Proposition 13 established the era of revenue limitation in California local government. In subsequent years,
the state saw a series of additional limitations to local government revenues. Proposition 4 (1979) defined
the difference between a tax and a fee: a fee can be no greater than the cost of providing the service; and
Proposition 218 (1996) further limited the imposition of taxes for certain classes of fees. As a result, cities
were required to secure a supermajority vote in order to enact or increase taxes. Since the public continues
to resist efforts to raise local government taxes, cities have little control and very few successful options for
new revenues. Compounding this limitation, the State of California took a series of actions in the 1990’s
and 2000’s to improve the State’s fiscal situation—at the expense of local governments. As an example, in
2004-05, the Educational Revenue Augmentation Funds (“ERAF”) take-away of property taxes and the
reduction of Vehicle License Fees have severely reduced local tax revenues.

In addition, on November 2, 2010, California voters approved Proposition 26, the “Stop Hidden Taxes
Initiative”, which is aimed at defining “regulatory fees” as a special tax rather than a fee, thus requiring
approval by two-thirds vote of local voters. These regulatory fees are typically intended to mitigate the
societal and environmental impacts of a business or person’s activities. Proposition 26 contains seven
categories of exceptions. The vast majority of fees that cities would seek to adopt as part of a service fee
study will most likely fall into one or more of these exemptions.

W WILLDAN 2 Comprehensive Study of Service Fees
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Additional Policy Considerations

The recent trend for municipalities is to update their fee schedules to reflect the actual costs of certain
public services primarily benefitting users. Service Fees recover costs associated with the provision of
specific services benefiting the user, thereby reducing the use of General Fund monies for such purposes.

In addition to collecting the direct cost of labor and materials associated with processing and administering
services, it is common for local governments to recover reasonable support costs. Support costs are those
costs relating to a local government’s central service departments that are properly allocable to the local
government’s operating departments. Central service support cost was incorporated using the resulting
indirect overhead percentages determined through the Cost Allocation Plan. This plan was developed prior
to the fee study to determine the burden placed upon central services by the operating departments to
allocate a proportionate share of central service cost.

As labor effort and costs associated with the provision of services fluctuate over time, a significant element
in the development of any fee schedule is that it has the flexibility to remain current. Therefore, it is
recommended that the City include an inflationary factor in the resolution adopting the fee schedule to
allow the City Council, by resolution, to annually increase or decrease the fees.

The City may employ many different inflationary factors. The most used inflator is some form of the
Consumer Price Index (CPI) as it is widely well known and accepted. A similar inflator is the implicit price
deflator for GDP, which is much like the CPI except that while the CPI is based on the same “basket” of
goods and services every year, the price deflators’ “basket” can change year to year. Since the primary
factor for the cost of a City’s services is usually the costs of the personnel involved, tying an inflationary
factor that connects more directly to the personnel costs can be suitable if there is a clear method, or
current practice of obtaining said factor.

Each City should use an inflator that they believe works the best for their specific situation and needs. It is
also recommended that the City perform this internal review annually with a comprehensive review of
services and fees performed every three to five years, which would include adding or removing fees for any
new or eliminated programs/services.
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Study Objective

As the City of Cudahy seeks to efficiently manage limited resources and adequately respond to increased
service demands, it needs a variety of tools. These tools provide assurance that the City has the best
information and the best resources available to make sound decisions, fairly and legitimately set fees,

maintain compliance with state law and local policies, and meet the needs of the City administration and
its constituency. Given the limitations on raising revenue in local government, the City recognizes that a
service fee study is a very cost-effective way to understand the total cost of services and identify potential
fee deficiencies. Essentially, a service fee is a payment for a requested service provided by a local
government that primarily benefits an individual or group.

The total cost of each service included in this analysis is based on the full cost of providing City services,
including direct salaries and benefits of City staff, direct departmental costs, and indirect costs from central
service support. This study determines the full cost recovery fee for the City to provide each service;
however, each fee is set at the City’s discretion, up to 100% of the total cost, as specified in this report.

The principal goal of the study was to help the City determine the full cost of the services that the City
provides. In addition, Willdan established a series of additional objectives including:

e Developing a rational basis for setting fees

e Identifying subsidy amount, if applicable, of each fee in the model
e Ensuring compliance with State law

¢ Developing an updatable and comprehensive list of fees

e Maintaining accordance with City policies and goals

The study results will help the City better understand its true costs of providing services and may serve as
a basis for making informed policy decisions regarding the most appropriate fees, if any, to collect from
individuals and organizations that require individualized services from the City.

Scope of the Study

The scope of this study encompasses a review and calculation of the service fees charged by the following
Cudahy departments and fee groups:

e General Administrative
e Animal Control

e Building

e Business Licensing

e Public Safety

e Parking Permit

e Planning

e Parks and Recreation

W WILLDAN 4 Comprehensive Study of Service Fees



e Engineering

The study involved the identification of existing and potential new fees, fee schedule restructuring, data
collection and analysis, orientation and consultation, quality control, communication and presentations,
and calculation of individual service costs (fees) or program cost recovery levels.

Aim of the Report

The fee study focused on the cost of City services, as City staff currently provides them at existing, known,
or reasonably anticipated service and staff levels. This report provides a summary of the study results, and
a general description of the approach and methods Willdan and City staff used to determine the
recommended fee schedule. The report is not intended to document all of the numerous discussions
throughout the process, nor is it intended to provide influential dissertation on the qualities of the utilized
tools, techniques, or other approaches.

W WILLDAN 5 Comprehensive Study of Service Fees



Project Approach and Methodology

Conceptual Approach

The basic concept of a service fee study is to determine the “reasonable cost” of each service provided by
the City for which it charges a service fee. The full cost of providing a service may not necessarily become
the City’s fee, but it serves as the objective basis as to the maximum amount that may be collected.

The standard fee limitation established in California law for property-related (non-discretionary) fees is the
“estimated, reasonable cost” principle. In order to maintain compliance with the letter and spirit of this
standard, every component of the fee study process included a related review. The use of budget figures,
time estimates, and improvement valuation clearly indicates reliance upon estimates for some data.

Fully Burdened Hourly Rates

The total cost of each service included in this analysis is primarily based on the Fully Burdened Hourly Rates
(FBHRs) that were determined for City personnel directly involved in providing services. The FBHRs include
not only personnel salary and benefits, but also any costs that are reasonably ascribable to personnel. The
cost elements that are included in the calculation of fully burdened rates are:

e Salaries & benefits of personnel involved

e Operating costs applicable to fee operations

e Departmental support, supervision, and administration overhead

¢ Internal Service Costs charged to each department

e Indirect City-wide overhead costs calculated through the Cost Allocation Plan

An important factor in determining the fully burdened rate is in the calculation of productive hours for
personnel. This calculation takes the available workable hours in a year of 2,080 and adjusts this figure to
account for calculated or anticipated hours’ employees are involved in non-billable activities such as paid
vacation, sick leave, emergency leave, holidays, and other considerations as necessary. Dividing the full cost
by the number of productive hours provides the FBHR.

The FBHRs are then used in conjunction with time estimates, when appropriate, to calculate a fees' cost
based on the personnel and the amount of their time that is involved in providing each service.
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Summary Steps of the Study

The methodology to evaluate most service fee levels is straightforward and simple in concept. The following
list provides a summary of the study process steps:

Data Analysis Building Cost Layers

Define the Full Cost of

Department Interviews Direct Services Services
Time Estimates Indirect Services Set Cost Recovery Policy
Labor Costs Department Overhead
Cost Allocation Plan City-Wide Overhead

Allowable Costs

This report identifies three types of costs that, when combined, constitute the fully burdened cost of a
service . Costs are defined as
direct labor, including salary and benefits,
departmental overhead costs, and the City’s

central  services  overhead,  where Central .
departmental and central service overhead Services
costs constitute support costs. These cost Overhead
types are defined as follows:
. The
costs related to staff salaries for DEPartmenta|
time spent directly on fee-related Overhead
services.
. A
proportional allocation of PEI’SOHI’IE' COStS
departmental overhead costs, (Salary &Benefits)

including operation costs such as
supplies and materials that are necessary for the department to function.

. These costs, detailed in the City’s Cost Allocation Plan, represent
services provided by those Central Services Departments whose primary function is to support
other City departments.
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